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Condensed Consolidated Statement of Comprehensive Income

A R A Wt

(Unaudited)

Six months ended 30 June

(REER)
BEXRA=THLAEA
2014 2013
—E-lmF —F—=
Note RMB’000 RMB’000
B EE AR¥T T AREFT

Turnover B 3 2,249,623 1,536,171
Cost of sales HEMA (2,085,287) (1,365,469)
Gross profit EF 164,336 170,702
Distribution expenses TEHE A (59,997) (35,950)
Administrative expenses THEA (41,839) (44,184)
Other income HAB A 8,157 8,472
Operating profit FSbIDE 70,657 99,040
Finance income BhE WA 16,700 17,444
Finance expenses MEEH (11,607) (476)
Profit before taxation B RIS 4 75,750 116,008
Income tax expenses s it 5 (17,040) (27,871)
Profit and total comprehensive income BB M AR A sk AR

for the period 58,710 88,137
Attributable to: AT S IE G

Owners of the Company KARERA 57,418 87,437

Non-controlling interests JEFERR AL SR A 2 1,292 700

58,710 88,137

Basic and diluted earnings per share (RMB) &R EA K E#EZF| (ARE) 7 0.0096 0.0148
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Condensed Consolidated Statement of Financial Position
IR & FFET AR R 3R

30 June 31 December
2014 2013
—E-ImF —ET—=
AA=+H +ZA=+—H
RMB’000 RMB’000
AR¥T T AREFT
Note (Unaudited) (Audited)
P EE (REEX) (fE&&%)
Non-current assets IRBEE
Property, plant and equipment ME - BE K&EE 8 1,259,291 1,208,295
Prepaid lease payments A ER 8 200,797 148,452
Deposit for acquisition of prepaid lease WM E RN RES
payments 20,835 60,945
Deposit for acquisition of property, W - BE RERE
plant and equipment HIRBE S - 29,684
Deferred tax assets EIERRIBEE 1,009 1,091
1,481,932 1,448,467
Current assets REBEE
Prepaid lease payments TEHEER 8 4,589 3,467
Inventories FE 219,583 384,881
Trade and other receivables B 5 N H Ath FEUR 9 541,350 523,574
Pledged bank deposits EEARITIFR = 10,000
Fixed deposits with maturity period over =@ AL EFEEFER
three months 430,000 480,000
Cash and cash equivalents WE NIREEEY 302,564 155,200
1,498,086 1,657,122
Total assets HmEE 2,980,018 3,005,589
Equity and liabilities EzRkEE
Equity attributable to owners RATEB AEERER
of the Company
Share capital &N 10 532,656 532,357
Reserves i 1,448,821 1,423,016
1,981,477 1,955,373
Non-controlling interests FE1E AR AR R 24,725 23,433
Total equity ERERE 2,006,202 1,978,806

HERBERERATE
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Condensed Consolidated Statement of Financial Position

MR B L

30 June 31 December
2014 2013
—2-mF —F—=
ANA=+H +=ZA=+—H
RMB’000 RMB’000
AR¥T R ARBT T
Note (Unaudited) (Audited)
BIsE (REEEZX) (\E%)
Non-current liabilities ERBAE
Borrowings B 3,251 3,768
Deferred income TEIEUA 35,937 37,845
39,188 41,613
Current liabilities REBAE
Trade and other payables Z 5 R H A ERR 11 523,572 510,656
Income tax payable FETRTEHL 13,646 21,314
Borrowings = 371,131 426,921
Employee housing deposits BTREERES 26,279 26,279
934,628 985,170
Total liabilities FG =R 973,816 1,026,783
Total equity and liabilities EELABEAE 2,980,018 3,005,589
Net current assets REEETFE 563,458 571,952
Total assets less current liabilities BWEERRBERE 2,045,390 2,020,419
6 China Starch Holdings Limited Interim Report 2014



Condensed Consolidated Statement of Changes in Equity
Em P BIx

A a o

Attributable to owners of the Company

ARRERAEL
Non-
Share Share Special Capital ~ Statutory  Retained controlling
capital premium reserve reserve reserve earnings Total interests Total
FER
RE  ROBE KRl BXfEE  EERB BEFEF st RRESR ast
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETR ARETT ARETT ARBTFT ARSBTR ARBTT ARSTR
At 1 January 2013 R-E—=%—F—-H 523,670 222,046 27,080 56,196 137,403 878,435 1,844,830 21,470 1,866,300
Profit and total comprehensive B RFE k44 Yizs
income for the period W - - - - - 87,437 87,437 700 88,137
2012 final dividend T —EREBE - (31,496) - - - - (31,496) - (31,496)
Issue of share under scrip BEARNK 52
dividend scheme BIIRG 8,687 11,154 - - - - 19,841 - 19,841
Transfer to statutory reserve BEAEERE - - - - 148 (148) - - -
At 30 June 2013 (unaudited) R-ZE—=4%XA
=TB(RERR) 532,357 201,704 27,080 56,196 137,551 965,724 1,920,612 22,170 1,942,782
At 1 January 2014 RZF—M$—A—H 532,357 201,704 27,080 56,196 149,436 988,600 1,955,373 23,433 1,978,806
Profit and total comprehensive  HRFIE K44 Uizs
income for the period B - - - - - 57,418 57,418 1,292 58,710
2013 final dividend —T-ZFERERE - (31,882) - - - - (31,882) - (31,882)
Issue of share under scrip REBEUARNK S5 E
dividend scheme BT 299 269 - - - - 568 - 568
Transfer to statutory reserve HBALERE - - - - 314 (314) - - -
At 30 June 2014 (unaudited) R-ZZT—MERA
=+A(REHER) 532,656 170,091 27,080 56,196 149,750 1,045,704 1,981,477 24,725 2,006,202
FEBBERERAT —T—NFERH@mE 7



Condensed Consolidated Statement of Cash Flows
HREHEERER

(Unaudited)
Six months ended 30 June
(REEXR)
BEXRA=THLAEA
2014 2013
—E-lmF —F—=
RMB’000 RMB’000
ARBT T AREFT

Net cash generated from operating activities R EEEENR S FE 266,469 81,003
Net cash used in investing activities BEEYFEANE S FRE (443,474) (364,386)
Net cash generated from financing activities BE R ELNR S IFE 324,369 187,892
Net increase/(decrease) in cash and ReRBEEEEY
cash equivalent #in,CRd) FEE 147,364 (95,491)

Cash and cash equivalents at 1 January R—A—BHEES &

REeEEY 155,200 459,266
Cash and cash equivalents at 30 June RAAZTHRNR:S R

ReEEBEY 302,564 363,775
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REVIEW OF UNAUDITED CONDENSED CONSOLIDATED
INTERIM FINANCIAL STATEMENTS

These condensed consolidated interim financial statements for
the six months ended 30 June 2014 have been reviewed by the
Audit Committee and are approved for issue by the Board of
Directors on 28 August 2014.

BASIS OF PREPARATION

These condensed consolidated interim financial statements for
the six months ended 30 June 2014 have been prepared in
accordance with the disclosure requirements of the Rules
Governing the Listing of Securities (the “Listing Rules”) on The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
and Hong Kong Accounting Standard 34 Interim Financial
Reporting issued by the Hong Kong Institute of Certified Public
Accountants. The condensed consolidated interim financial
statements should be read in conjunction with the annual audited
financial statements for the year ended 31 December 2013 (the
“2013 Financial Statements”), which have been prepared in
accordance with Hong Kong Financial Reporting Standards.

The accounting policies applied in the condensed consolidated
interim financial statements are consistent with those of the 2013
Financial Statements, except for the accounting policy changes
that are expected to be reflected in the 2014 annual audited
financial statements. Details of these changes in accounting
policies are set out in note 2.1 of the 2013 Financial Statements.
The adoption of these changes has no material financial effect
on the Group’s results and financial position for the current or
prior periods. The Group has not applied any new standard or
amendment that is not effective for the current accounting
period.

These condensed consolidated interim financial statements are
presented in Renminbi (“RMB”), unless otherwise stated. These
condensed consolidated interim financial statements have not
been audited.

HERBERERATE

1.

Notes to the Condensed Consolidated Interim Financial Statements

IR A OF i A 5 Rk B o
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Notes to the Condensed Consolidated Interim Financial Statements
I8R5 R HRE FS e R M 5

3. SEGMENT INFORMATION 3. oEER
An analysis of the Group’s turnover for the period is as follows: NEFBHR Z LEBSOFTWOT -
Starch-
based Modified  Electricity
Cornstarch Lysine  sweetener starch  and steam Total

IXEB BER ROE  BERR EAREN aif
RMB000 ~ RMB000 ~ RMB0OO ~ RMBOO0 ~ RMB000  RMBOOO
ARETL AREBTR ARBTT ARETRT AREBTT AREBTI

Six months ended BZ-Z-MEXA=TH
30 June 2014 IEAER

Sales to external customers FINREFEE 1,593,667 366,467 110,824 137,153 41,512 2,249,623
Inter-segment sales AEEEE 99,153 8,484 - - 47,554 155,191

Reportable segment results REDPEE 126,308 (7,841) 5,668 18,225 14,408 156,768
Unallocated income AOBBA 5,447
Unallocated expenses RPBRAR (91,558)
Finance income BEWA 16,700
Finance expenses BHEER (11,607)
Profit before taxation BB ATRIE 75,750
Six months ended BE-E-=£5xA=1H

30 June 2013 IEAER

Sales to external customers MINREFHE 1,036,919 257,693 107,684 102,767 31,108 1,536,171

Inter-segment sales PEEEE 81,730 - - - 63,506 145,236

Reportable segment results THRESPEE 68,583 73,938 4,691 15,902 3,980 167,094

Unallocated income AOEMA 6,001

Unallocated expenses AAEHX (74,055)
Finance income BEWA 17 444

Finance expenses HEER (476)
Profit before taxation BB AIRE 116,008
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Notes to the Condensed Consolidated Interim Financial Statements
AR & FrR BRI S s R R M 5

4. PROFIT BEFORE TAXATION 4. BRBAIFE
Profit before taxation has been arrived at after charging/ BREAIFIEE NG, (GTA) THIEHE !
(crediting):

Six months ended 30 June
BZEASA=1THLAREAR

2014 2013
—E-F —F—=%F
RMB’000 RMB'000

AR®T T ARET T

Depreciation of property, plant and equipment WME - BERRETE 58,755 35,769
Amortisation of prepaid lease payments SEANEiEN -0k ! 1,813 1,374
Total depreciation and amortisation IrE R HAE 60,568 37,143
Loss/(gain) on disposal of property, HEWE - HEREED

plant and equipment 518, (W) 1,340 (457)
Net foreign exchange loss b B R AR 434 2,679
Cost of inventories recognised as expenses WRES HIFEERA 1,995,337 1,281,611
Employee benefits expenses (including REBAFAXZ

directors’ emoluments) (PHEEEMS) 63,358 60,611
Research and development expenses (note) e kB R (M) 3,116 3,412
Note: sk -
Research and development expenses include staff costs of employees in MARAERABEREHEEZETIRAS - WEFT
the research and development department, which are included in the ALRFIBEBEZERERAHAIS -

employee benefits expenses as disclosed above.

TEBRBERERAR —T-MOFHHHRE 11



Notes to the Condensed Consolidated Interim Financial Statements

IR A B

12

AR BB 55 R R BT o

INCOME TAX EXPENSES

No provision for Hong Kong profits tax has been made as the
Group entities’ profit neither arose in nor was derived from Hong
Kong during both periods. Taxation on overseas profits has been
calculated on the estimated assessable profits for the periods at
the rates of taxation prevailing in the countries in which the
Group operates.

Fr8® % i

el 3 7 o A PR R AR A7 T A S
R - 3 S5 RIS B AR LS < S0
18 BB BP0 ok 5 AE BRI A BT
BEROBE T E -

Six months ended 30 June
BZEASA=1THLAREAR

2014 2013
—E-lmF —E-=fF
RMB’000 RMB’000
ARET T AREETTT

Current income tax BIEAFRSHR
PRC corporate income tax PR TS 16,958 27,790
Deferred taxation EERIIE 82 81
17,040 27,871

DIVIDENDS

The Board does not recommend the payment of an interim
dividend for the six months ended 30 June 2014 (2013: nil).

A final dividend of HKO0.67 cents per share (with a scrip dividend
option) for the year ended 31 December 2013 (2012: HK0.67
cents per share) has been approved at the annual general
meeting of the Company held on 20 May 2014. The payment of
the final dividend and the issue of the scrip shares have been
completed on 23 June 2014.

EARNINGS PER SHARE

The calculation of basic earnings per share for the six months
ended 30 June 2014 is based on earnings of RMB57,418,000
(2013: RMB87,437,000) and on the weighted average number of
5,992,296,000 ordinary shares (2013: 5,889,121,000 ordinary
shares) in issue.

No diluted earnings per share has been presented because no

dilutive potential ordinary shares exist for both six months ended
30 June 2014 and 2013.

China Starch Holdings Limited Interim Report 2014
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Notes to the Condensed Consolidated Interim Financial Statements

8.

MOVEMENTS IN PROPERTY, PLANT AND EQUIPMENT
AND PREPAID LEASE PAYMENTS

8.

IR A OF i A 5 Rk B o

ME BERRERESEERD
25

Property,
plant and Prepaid lease
equipment payments

M- BER
R1E ENEER
RMB’000 RMB’000
AREFT ARBFT

Net book value: BREEE :

At 1 January 2014 R-ZZE—mF—H—H 1,208,295 151,919
Additions NE 111,483 55,280
Disposals ak= (1,732) —
Depreciation and amortisations PrEE R (58,755) (1,813)
At 30 June 2014 RZZFE—MFA=+H 1,259,291 205,386

As at 30 June 2014, the Group pledged certain leasehold land
and buildings of RMB27,167,000 for securing banking facilities
granted to a subsidiary of the Group (31 December 2013: nil).

Included in the Group’s property, plant and equipment and
prepaid lease payments with carrying amount of RMB258 million
are items located in the existing production facilities, which are
subject to the relocation plan as disclosed in the announcement
of the Company dated 15 July 2014. The management has
performed impairment assessment on these assets by
comparing to the recoverable amount, no provision has been
noted. The exact recoverable amount will be provided in form of
subsidies and the extent of which is subject to the determination
by the Municipal Government of Shouguang.

The management has not committed to a plan to sell any asset
located in the existing plant in Shouguang pursuant to the
relocation plan.

HERBERERATE

RZZ-—MERA=1THE AEEERAEEA
R¥27,167,000 T E THHE L REF - A
BRAEE—FHMNBARERZRITEE(Z
Z—=F+_A=+—H 8\ -

AEBHYE  BELREBARBNEERE
FEARE E = A K% 258,000,000 Tz A IR A 4
EREHNIER - MZEFRBSIALRRR B
ARZT—NFLATHBHNLMHAEEORE
FTEIMEBA BN - EREC A EREEENR
B SEERKESREES L - BRI EED
Rt o HEE R AT U O 2R AS DA AL 5 SRR
& FIAT KT BUFRE RE -

BIEEYEABIRBMBF B EMNS ™
REMBENEMEE -
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Notes to the Condensed Consolidated Interim Financial Statements
I8R5 R HRE FS e R M 5

9. TRADE AND OTHER RECEIVABLES 9. BEZFRHMEWR

30 June 31 December

2014 2013

— ik —F=%F
AA=tH +ZA=t—H
RMB’000 RMB'000

AR®T T ARET T

Trade receivables B S IR 274,395 165,181
Bank acceptance bills RITEAHEZE 221,560 308,461
Other receivables and prepayments Ho{th JiE Yo 3k N B AN OB 45,395 49,932
541,350 523,574
The Group normally grants credit period ranging 0 to 120 days AEBE—RETFTEFTEE—B_TH(ZE
(31 December 2013: 0 to 120 days) to customers. —=F+ZA=+—H: ZTE—BHZ-TH)X

EEH -
An ageing analysis of trade receivables at the end of the TR IREARE S RURHRE DT
reporting period is shown as follows:

|
30 June 31 December

2014 2013
—E-mEF —F—=
ANR=+H +ZA=1—H

RMB’000 RMB'000

ARBFT ARETT

0-30 days ZTx=+H 242,730 110,794
31-60 days —t+—&=+H 13,735 21,314
61-90 days Nt—&2h+H 2,827 12,478
Over 90 days N+BUE 15,103 20,595

274,395 165,181
As at 31 December 2013, included in other receivables and RZE—=F+ZA=+—8  EfEKHX
prepayments is an amount due from non-controlling interests of B RIB BB E W IR R R ERRIBERAR
RMB11,833,000. No impairment has been made to receivables 511,833,000 7T © JiE W FE 12 f R 3R 2 RIE I
from non-controlling interests. mNIRAE -
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Notes to the Condensed Consolidated Interim Financial Statements

10.

IR A OF i A 5 Rk B o

TRADE AND OTHER RECEIVABLES (Continued) 9. BESZRHMEKR®E
The detail of bank acceptance bills at the end of the reporting WITERZERRERRZZFBHINET -
period is shown as follows:
30 June 31 December
2014 2013
—2-mEF —F—=
ANA=+H +=ZA=+—H
RMB’000 RMB’000
AR¥ET T ARBT T
Endorsed bills EERR 131,209 123,970
Bills on hand FHEEE 90,351 140,458
Discounted bills RS = 44,033
221,560 308,461
The bank acceptance bills are normally with maturity period of RITEEER-RIHEER—B8NATA(Z
180 days (31 December 2013: 180 days). There is no recent T—=F+=A=+—H: —EBNTH) - F
history of default on bank acceptance bills. FTAH R AR B A A0 8% -
SHARE CAPITAL 10. A

As at 30 June 2014, the total number of issued ordinary shares
of the Company was 5,995,892,043 (31 December 2013:
5,992,129,668).

R-ZZE—MWENA=Z+H ARAH#
5,995,892,043 (=T —=F+=-A=+—
5,992,129,668 %) B 577 L A% -

TEBRBERERAR —T-MOFHHHRE 15



Notes to the Condensed Consolidated Interim Financial Statements
I8R5 R HRE FS e R M 5

1.

12.

16

TRADE AND OTHER PAYABLES 1. EFREMENR

30 June 31 December

2014 2013
—E-lmF —T-=F
AAZ+E +-A=1—H

RMB’000 RMB’000

AR®T T ARET T

Trade and bills payables Z S RN R RN EE
0-60 days TEN+H 38,727 81,427
61-90 days At—=h+H 9,296 2,555
Over 90 days =1 28,190 14,802
76,213 98,784
Advances from customers BEEI 172,609 63,430
Others Hib 274,750 348,442
523,572 510,656
As at 30 June 2014, bills payables are secured by bank RZE—EHFANA=1TA ENEBEUAARE
acceptance bills of RMB3,190,000 (31 December 2013: 3,190,000 (ZE—=F+=ZHA=+—H: A
RMB9,000,000). R# 9,000,000 7T) Ay ERT T EHEMEK IR o
Included in trade and other payables is an amount due to non- B 5 REM BN R B IR RN FEE R AR R K
controlling interests of RMB12,550,000 (31 December 2013: nil). HAR®1255000t(ZFE—=F+= A
=+—HB8:8)-
COMMITMENTS 12, &iE
At 30 June 2014, the Group’s commitments in respect of capital RZTE—WHFASA=1+A  AEBEGRERRL
expenditures are as follows: VEH BB T -

|
30 June 31 December

2014 2013
L —T=F
AA=t+R +ZA=1+—H
RMB’000 RMB’000

AR®T T ARETT

Authorised but not contracted for BRIEBRKRRTL :
in respect of:
— Property, plant and equipment — W - BB KRB 110,684 296,800
— Prepaid lease payments — BRHEER = 18,820
110,684 315,620
Contracted for but not provided for DETAB KRB
in respect of:
— Property, plant and equipment — ME - WENRE 329,800 210,226

China Starch Holdings Limited Interim Report 2014



Notes to the Condensed Consolidated Interim Financial Statements
AR A G HAB IS =R R M 7T

13. RELATED PARTY TRANSACTIONS 13. BEFRS
During the period, the Group entered into the following significant REAR - AEEHEREAFI VA TERR S

transactions with the related parties:

(a) Transactions with related parties (a) HEEFETHRS

Six months ended 30 June
BZEASA=1THLAREAR

2014 2013
—E-ImF —E-=fF
RMB’000 RMB’000

AR®T T ARET T

Purchase of electricity and steam from EE AP & X Ta
non-controlling interests BEEHMEAR 38,289 37,151
These transactions are conducted in accordance with their ZERSGTIIBIBEESBENALERET -

respective contract prices.

(b) Key management compensation (b) FEEHEEHRM

1
Six months ended 30 June

BEAA=THLEANEAR

2014 2013
—E-mE —z-=%
RMB’000 RMB’000

AR®T T ARBETT

Short-term benefits WMHAEF 745 745
Retirement benefit scheme contributions IRIREFIET 2R 51 45
796 790

(c) Balance with a related party (c) BHBER &R

— /7070707 0O/ om0 0090909090900
30 June 31 December

2014 2013
—B-mE —z-=%
XA=+R +-A=+-A8

RMB’000 RMB’000

ARBFT ARETE

Amount due (to)/from non-controlling interests  (J&1F) /& Uk 2 IR A% B8

Wz BUR (12,550) 11,833
Balance is unsecured, interest-free and shall be settled in EHBERT  2ERBRESENE
accordance with the respective credit terms. EBIEHEER -

TEBOZERERAE —TUFERHRE 17



Management Discussion and Analysis
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GENERAL REVIEW AND OUTLOOK

Review

In the past few years, China’s economy and growth have been running
at a generally slower pace, but there is still pressure for it to slow down
further. The corn refinery industry in China has also experienced a
structural change by undergoing a significant level of consolidation.
This change has tended to drag down the industry’s growth and
increase the downward pressure on the industry players, many players
have quitted the industry due to several negative impacts caused by
the slowdown, such as losing competitiveness, continuous operating
losses and serious financial difficulties etc. As a result, the industry has
become more stringent and austere, whilst those who are able to
sustain growth and outperform its competitors can survive. The
Company, as one of the leading cornstarch manufacturers in China, is
also unavoidably affected by the trend of this business cycle. Although
the Group’s results in the first half of 2014 is not as favourable as those
in the previous years, the financial position of the Group remains
strong and healthy despite this challenge.

During the current period under review, an increase in overall sales
volume was noted when compared to the corresponding period in last
year. The increase was mainly due to the additional sales volume.
Turnover of the Group recorded a substantial growth by 46.4% to
approximately RMB2,249,623,000 (2013: RMB1,536,171,000) with
gross profit margin of the Group decreased by 3.8 percentage point to
7.3% (2013: 11.1%) and contributed a gross profit of approximately
RMB164,336,000 (2013: RMB170,702,000). Profit after taxation
decreased by 33.4% to approximately RMB58,710,000 (2013:
RMB88,137,000).

Basic earnings per share of the Company was RMB0.0096 per share
based on the weighted average number of 5,992,296,000 ordinary
shares (2013: RMBO0.0148 per share based on the weighted average
number of 5,889,121,000 ordinary shares).

Relocation of production site in Shouguang

As disclosed in the announcement of the Company dated 15 July
2014, the Group expected that the relocation (the “Relocation”) of the
existing production plants and facilities (the “Existing Plant”) located in
Shouguang, Shandong Province of the People’s Republic of China (the
“PRC”) to the new production site (the “New Plant”) as granted by the
Municipal Government of Shouguang (the “Shouguang Government”)
will be completed by the end of 2014.

The New Plant has an annual cornstarch and lysine production
capacities of approximately 450,000 tonnes and 55,000 tonnes
respectively, which are the same as the production capacities of the
Existing Plant. The production facilities of modified starch, with an
annual production capacity of approximately 100,000 tonnes, are
being constructed and are expected to be completed in or about the
fourth quarter of 2014. For the purpose of the Relocation, the
production of modified starch in the Existing Plant was temporarily
suspended since mid July 2014. The modified starch production will
be resumed shortly after the completion of the modified starch
production facilities on the New Plant. The Group has stocked up
sufficient finished goods for sales to modified starch customers during
the construction period.
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Management Discussion and Analysis

As at the date of this report, the Group’s production and sale of
electricity at the Existing Plant are being carried out as usual. In the
meantime, the sale of steam has been suspended due to the
Relocation. The exact date of suspension of the operation of electricity
is subject to the approval by the Shouguang Government. As there will
be no production facilities of electricity and steam in the New Plant, the
segment of electricity and steam may or may not be further engaged
in, subject to any acquisition opportunities, in the future. Turnover of
electricity and steam segment only contributed to approximately 1.8%
of the total turnover of the Group for the six months ended 30 June
2014.

It is estimated that the Relocation will result in a write-off of non-current
assets of the Group of approximately RMB187 million in respect of the
existing production facilities and buildings located on the Existing
Plant. The land on which the Existing Plant is located will be resumed
by the Shouguang Government after the completion of Relocation.
Subsidies, the extent of which is subject to determination by the
Shouguang Government, are expected to be provided to the Group by
the Shouguang Government as a result of or in connection with the
Relocation.

The Board is of the opinion that the Relocation, the current suspension
of the Group’s steam business and the proposed suspension of the
Group’s electricity business will not have any material adverse financial
impact. No impairment has been made in relation to the non-current
assets located on the Existing Plant as at 30 June 2014.

Outlook

The Group has been launching a project to upgrade the existing
cornstarch production facilities in the Linging plant from annual
production capacity of 400,000 tonnes to 600,000 tonnes. The
construction of the upgraded facilities in the Linging plant is expected
to be completed in the fourth quarter of 2014. In the meantime, the
Group has carried out certain improvement on reducing production
overheads of starch-based sweetener, of which the production
facilities are located in the Linging plant.

It is the Company’s objective to become a leading cornstarch
manufacturer in the PRC. We will keep our commitment to develop our
businesses using cornstarch as raw material and to produce our
products at competitive prices.

BUSINESS ANALYSIS
Cornstarch and ancillary corn-refined products
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Six months ended 30 June 2014 2013
BZEA<A=1tHIEAEAR —ZE-lmEF —T—=F
RMB’000 RMB’000

AR®T T AR®ET T

Turnover BT 1,593,667 1,036,919
Gross profit EF 126,308 68,583
Gross profit margin ESyipes 7.9% 6.6%
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Turnover of cornstarch and ancillary corn-refined products increased
significantly by 53.7% to approximately RMB1,593,667,000 (2013:
RMB1,036,919,000). This business segment represented about 70.9%
(2013: 67.5%) of total turnover of the Group for the period under
review.

The products of this segment include cornstarch, corn gluten meal,
corn fibre, corn germ and corn slurry. As cornstarch is widely
applicable in various industries with the nature of low substitutability
and is non-reusable, the Directors are confident about the future
development of the industry. Our production cost in the New Plant will
be reduced by using modern production facilities and deploying
automatic machineries more extensively. Gross profit margin of this
business segment increased slightly from 6.6% to 7.9% during the
period under review. The average selling price of cornstarch was
approximately RMB2,397 per tonne (2013: RMB2,514 per tonne).

During the period under review, sales volume of cornstarch increased
significantly by 58.3% to 425,629 tonnes (2013: 268,922 tonnes).

Lysine and related products

FORBH R E KR LS E M & 58 AEE N
53.7% Z#) AR¥1 593,667,000 T(—ZZE—=4F: A
R#1,036,919,0007T) - REIEEHEAA » 155 &0
AEEBEEEBNT09% (ZZE—=F 1 675%) °

o HEMNERBEERRD EXEAD - TXRE
B FORMREF R TR o EE ORI EL IR &
A EAMEYE  RBMEZEANZELE
BEEUARKTEZRRETRMEL - BBRERREAH
HERIERIENER BB LEES  BMIRFTRE
HERAEE T - RERBEHNA - WEBHDBHEFR
KHBE.6%MHAZET.9% > ERBMAOFHEEN AE
WEAR®E2397 (=2 —=F : G AR %2514
TT) °

REEEA - FRBHOEE KIEIEIN583%%
42562918 (— T —=4F : 268,922Mf) o

BEMREHER

Six months ended 30 June 2014 2013
BEARNA=THLEXREA —E-mEF —E-=fF
RMB’000 RMB’000

ARBT T AEBTT

Turnover EEE 366,467 257,693
Gross (loss)/profit (EE),/ EF (7,841) 73,938
Gross (loss)/profit margin (B8, EFE (2.1%) 28.7%

The business segment of lysine includes the sales of lysine, fertilisers
and other deep-processing products during the period under review.
The turnover of this business segment increased significantly by 42.2%
to approximately RMB366,467,000 (2013: RMB257,693,000). This
business segment represented about 16.3% (2013: 16.8%) of total
turnover of the Group for the period under review.

With the overcapacity of lysine and the depressed animal feed market,
the average selling price of our lysine products was inevitably and
deeply suppressed, which resulted in a trading loss during the period
from March to May 2014. The selling price of lysine products become
relatively stable subsequent to the end of June 2014. During the period
under review, the Group continuously spent much effort in the
development of overseas lysine market. Sales volume of lysine
products increased significantly from 30,096 tonnes to 67,596 tonnes.
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Starch-based sweetener AP HE
Six months ended 30 June 2014 2013
BZEXA=1+HILAEA —E-lmEF —E—=F
RMB’000 RMB’000
AR¥FT AREFT
Turnover EEE 110,824 107,684
Gross profit ES 5,668 3,891
Gross profit margin FEF = 5.1% 3.6%

Turnover of starch-based sweetener increased slightly by 2.9% to
approximately RMB110,824,000 (2013: RMB107,684,000). This
business segment represented about 4.9% (2013: 7.0%) of total
turnover of the Group for the period under review.

Modified starch

B LR M T 2.9% % 4 AR 110,824,000
TT(ZZT—=%: AR¥107,684,0007T) ° HEIEEH
R EEDTERNEEALEBN49% (2T —=
F:7.0%)

Six months ended 30 June 2014 2013
BZEXA=1HILAXEA —ZE-lmEF —E—=%F
RMB’000 RMB’000

ARBT T AEBTT

Turnover BT 137,153 102,767
Gross profit EF 28,491 21,940
Gross profit margin FEF = 20.8% 21.3%

Turnover of modified starch increased by 33.5% to approximately
RMB137,153,000 (2013: RMB102,767,000). This business segment
represented about 6.1% (2013: 6.7%) of total turnover of the Group for
the period under review.

An increase in turnover of this business segment was mainly
attributable to the strong demand in both domestic and overseas

BB M A E R N3BEREHARE
137,153,000 C( =& — =F : AR % 102,767,000
JC) e REREEA - WEBD RSB REERELD
6.1%(ZT— =% :6.7%) °

BETED M0 E R EEN - X RRERIITS
BIERBYER -

markets.

Electricity and steam

ENREA

Six months ended 30 June 2014 2013
BEXRA=tTHLAEA —E-lmEF —E—=%F
RMB’000 RMB’000

AR¥T T AEBTTT

Turnover =X 41,512 31,108
Gross profit EF 11,710 2,350
Gross profit margin EFE 28.2% 7.6%

Turnover of electricity and steam increased by 33.4% to approximately
RMB41,512,000 (2013: RMB31,108,000). This business segment
represented about 1.8% (2013: 2.0%) of total turnover of the Group for
the period under review.

BOREAMNEESE FABINEHN AR
41,512,00070(=ZF—=4F : AR¥31,108,0007T) °
REREEA - hEBI I AEE B EETFELN1.8%
(ZZ—=F :20%) °
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An increase in turnover of this segment was mainly attributable to the
reconnection of power supply to the Shouguang local electricity union
network since August 2013. Benefited from the decrease in coal price,
the gross profit margin increased to 28.2% (2013: 7.6%) during the
period under review.

Cost of goods sold

Cost of goods sold increased significantly by 52.7% to approximately
RMB2,085,287,000 (2013: RMB1,365,469,000). The increase in cost of
goods sold was mainly attributable to the increase in sales volume
during the period under review. The cost of goods sold of the Group
mainly consists of corn kernel and coal, which are subject to the price
changes in the commodity market in China. The average corn kernel
cost and coal price during the period under review was approximately
RMB2,004 per tonne (2013: RMB2,047 per tonne) and RMB608 per
tonne (2013: RMB657 per tonne) respectively. Instead of entering into
any future contract to hedge the price fluctuation of corn kernel and
coal, the Group makes bulk purchases from the spot market when the
management considers the price of corn kernel and coal is low.

First half of 2014
S PYE
Others H At 2.0%

DM EEFRMNTEARZAE_F—=F/\ AL
EMEARAIMITENYE - TERNRE T A
EREREHANEINE282% (ZF—=F : 7.6%) °

SHE A

8 AR AR K IE I IN52.7% = #) A R 2,085,287,000
TT(ZZ—=% : AR™1,365,469,0007T) ° $HE AKX
RNENNFTALSHERDBHA LA - REBBHE
RAFZBEIRNEE MEAZPEERDS
B EBIFE - REIEEEAN - T RNH TR AR
BN ABWARK2004T(ZE—=F :
AR#204770) R ARBEG0STL(ZT— =4 : T
ARBG5770) - REBI EET AT MRIA L
TR REHEREE MR ZHEAEESRH
ERERATARNEKENERENEUKRERED
SBYEREIREE o

First half of 2013
—e-=HEE¥E

Others HAth, 2.3%

Depreciation and amortisation 1.9%

Depreciation and amortisation 1.5%

P I i e s

Production overheads 1.6% Production overheads 1.8%

AR EERA

Laboqr costs 1.8% Laboqr costs 2.5%

BB Corn kernel 82.1% S5 BIAA Corn kernel 81.7%
Other materials 3.0% FA Other materials 2.3% K

H ikt Hip i #}

Coal and utilities
expenses 7.6%

Coal and utilities
expenses 7.9%

HEAASERE HRAAEERY
REVIEW OF OTHER OPERATIONS HibZE O BE
Distribution and administrative expenses PHERITHER

The increase in distribution expenses was mainly attributable to the
increase in transportation costs.

The decrease in administrative expenses was due to a reduction in
loss of exchange difference during the period under review.

Income tax
The decrease in income tax expenses was mainly attributable to the
decrease in profit before taxation.
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Management Discussion and Analysis

HUMAN RESOURCES AND REMUNERATION POLICIES

As at 30 June 2014, the Group had 2,221 full time staff (2013: 2,373).
The Company’s remuneration policy and share option scheme have
remained unchanged since the 2013 Annual Report. Information
regarding employee benefits expenses for the six months ended 30
June 2014 is set out in note 4 to the Condensed Consolidated Interim
Financial Statements.

FINANCIAL REVIEW

Finance expenses

As a result of an increase in borrowings and interest rate during the
period under review, finance expenses increased significantly from
approximately RMB476,000 to RMB11,607,000.

Liquidity, financial resources and capital structure

As at 30 June 2014, the available and unutilised banking facilities of
the Group amounted to approximately RMB1,440 million and
RMB1,070 million respectively. As at 31 December 2013, the available
and unutilised banking facilities of the Group amounted to
approximately RMB1,290 million and RMB866 million respectively.

The Directors are of the opinion that the working capital available to
the Group is sufficient for its present requirements. The major financial
figures and key financial ratios are summarised as follows:

BIEE R T

ADERRFHMBER

RZE—NFNA=1H AEEEHR2221% (=
T—=F:2373%)EWET - ARAHIFINBR
MERETEE T —FFRAR—HEZTE -
FHBEE T HNFAAA=+THLEXNEANEERE
FFAZWER - HRERERE PPV EHRERMES -

i 7% Bl R

B X

BREEHANERRFEEN  REEABROA
R ¥ 476,000 T AMRIEMNZ= AR 11,607,000 7T ©

RBES  UBERRERERE
RZZE—WFENA=+H  AEENAREBNEAEE
RITIEE D B4 A AR 1,440,000,000 T M A R
1,070,000,0007 e A=ZE—=F+-_A=+—H -
REENIRAMABERITEESNOAARKE
1,290,000,000 7T & A R # 866,000,000 T ©

EERR AREAHANEEESRABNER
BRZE - TEWHRIERERMBLEHIIIT

30 June 31 December
2014 2013
—E—-NF —ET—=F
AA=+A +=-A=+—8
RMB’000 RMB’000
AR®ET T AREETFTT
Cash advances for discounted bills, secured BHIREIRIR S 8 - A - 44,033
Bank borrowings, secured HRITRER E?ﬁ#ﬁ 49,950 60,000
Bank borrowings, unsecured HRITRER - EET 320,000 319,565
Government loan, interest-free and unsecured BIFER - %8 MERRE 4,432 7,091
374,382 430,689

Carrying amount payables: JEfTEREE :
Within 1 year —F R 371,132 426,921
110 2 years —FEWF 886 886
210 5 years MEERF 2,364 2,659
Over 5 years BiBRF - 223
374,382 430,689
Debtors turnover (days) JEYBR R EE (K& 39 45
Creditors turnover (days) JEBR R EE (K &) 8 11
Inventories turnover (days) GFER#E (X 26 33
Current ratio TREhEL R 1.6 1.6
Quick ratio SR R 1.4 1.2
Gearing ratio — borrowings to total assets ERLEE — ERRNEEE 12.6% 14.3%
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The bank borrowings carried interest at fixed rates ranging from 6.00%
to 6.30% per annum.

Pledge of assets

As at 30 June 2014, bills payables were secured by bank acceptance
bills in the amount of RMB3,190,000 (31 December 2013:
RMB9,000,000). In addition, the net book value of leasehold land and
buildings pledged as security for a bank loan granted to a subsidiary
of the Group amounted to approximately RMB27,167,000 (31
December 2013: nil).

Contingent liabilities
The Group did not have any significant contingent liabilities as at 30
June 2014.

Financial management, treasury policy and foreign
currency exposure

There were no significant changes in the Group’s financial
management, treasury policy and foreign currency exposure as
disclosed under the Management Discussion and Analysis in the 2013
Annual Report.
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Disclosure of Additional Information

INTERIM DIVIDEND

The Board does not recommend the payment of interim dividend for
the six months ended 30 June 2014 (2013: nil).

DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS AND
SHORT POSITIONS IN SHARES, UNDERLYING SHARES OR
DEBENTURES OF THE COMPANY OR ITS ASSOCIATED
CORPORATIONS

As at 30 June 2014, the interests and short positions of the Directors
and the chief executive of the Company in the shares, underlying
shares or debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the Securities and
Futures Ordinance (Chapter 571 of the Laws of Hong Kong) (the
“SFQ”) as recorded in the register kept by the Company pursuant to
Section 352 of the SFO or as otherwise notified to the Company and
the Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”)
contained in the Listing Rules, were as follows:

H B R Y 3 BR

R 2
EFRUTRARBE-_T-WMEAA=THILA
BAREFHERE(Z2—=F &)

EERFTETHAERARQ T H HE
%Eﬁﬁ‘ﬁﬁ&ﬁﬁ§%¢mﬁﬁﬁ
KRB

RZZB-—MERA=1TH EFREARAEETR
ABRARABSHEEMAEEE (ERRBFRENF
5T1 B LB ERM (55 MG RG] 1) 5 XV A
)RR - AARAR D REST - BHAREBES L
B 1RG5 362 R BREN AR A FENE LM AR
BETRAMEN LT ETAESETESRRIHN
BRESTA([RETR ) BRITAGARF LB
EiEm SRR T

The Company/ Capacity/nature Number and class of Percentage of

Name of Director associated corporation of interest securities held (note 1) shareholding

HRERLH

EEpg A0E/BBEE 5/ REME BERFHARER (1) BAL

Mr. Tian Qixiang The Company Interest in a controlled 3,705,385,194 ordinary shares 61.79%
(“Mr. Tian") ¥\UNS| corporation of HK$0.1 each (L) (note 2)
mEFEA(TRELE]) REGEE S 3,705,385,194 %
BREECTETNTRR (L) (F:T2)

Merry Boom Group Limited Beneficial owner 131 ordinary shares of US$1 each (L) 54.58%
RESEFRAA BHBEAA 131 RERAEE I ETHERRL)

Mr. Gao Shijun Merry Boom Group Limited Beneficial owner 60 ordinary shares of US$1 each (L) 25.00%
RHELE REEEBRAF BHBEAA 60 BRREE 1 2T L AR (L)

Mr. Yu Yingquan Merry Boom Group Limited Beneficial owner 1 ordinary share of US$1 each (L) 0.42%
TE2EE RESEFRAA BHBEAA 1TREREE 1 ETHEBR(L)

Notes: Biat -

(1)  The letter “L” denotes the Directors’ long position in the shares of the
Company or the relevant associated corporation.

(2)  These shares were held by Merry Boom Group Limited. Merry Boom
Group Limited is owned as to approximately 54.58% by Mr. Tian. Mr. Tian
is deemed to be interested in all the shares held by Merry Boom Group
Limited under the SFO.

Save as disclosed above, as at 30 June 2014, none of the Directors
and the chief executive of the Company nor their respective associates
had any interest or short position in the shares, underlying shares and
debentures of the Company or any of its associated corporation (within
the meaning of Part XV of the SFO) which were required to be
recorded in the register kept by the Company pursuant to section 352
of the SFO or as otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code.
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INTERESTS OF THE SUBSTANTIAL SHAREHOLDERS IN
SHARES AND UNDERLYING SHARES OF THE COMPANY

As at 30 June 2014, so far as is known to the Directors, the following
persons, other than a Director or chief executive of the Company, have
an interest or a short position in the shares or underlying shares of the
Company as recorded in the register required to be kept by the
Company under section 336 of the SFO:

%§&¥m$ﬁﬂ&ﬁ&mﬁ&ﬁ¢m
R-B—MENAZ+A  BESHM - RREE
%fhﬂ%%&w$ MTEmﬁﬁﬁﬁﬁﬁ
ATAL(BEXARAEBTHABRINRAR
a%mﬁm%%1¢wﬁ%\WMF

Capacity/nature

Percentage of
Number of shares/  issued share capital

Name of shareholder of interest underlying shares (note 1) (note 5)
HERTRABSL
RERERE B RntE B3 HERGEA (MT1) (FH5E5)
Merry Boom Group Limited Beneficial owner 3,705,385,194 (L) 61.79% (note 2)
REEERRAF EnEBA (f&E2)
Victory Investment China Group Beneficial owner 292,000,000 (L) 6.52% (note 3, 4)
Limited (“VICGL") EREEA (FizES + 4)
Person having a 99,000,000 (L)
security interest in shares
RN FA REE R A
Wang Ruiyun Interest in a controlled 391,000,000 (L) 6.52% (note 3)
TiRE corporation (VICGL) (MF5%3)
Tl % E R (VICGL)
Notes Hat

(1) The letter “L” denotes the long position in the shares of the Company.

(2)  These shares were held by Merry Boom Group Limited. Merry Boom
Group Limited is owned as to approximately 54.58% by Mr. Tian, an
executive Director and Chairman of the Company. Mr. Tian is deemed to
be interested in all the shares held by Merry Boom Group Limited under
the SFO as disclosed under the paragraph headed “Directors’ and Chief
Executive’s Interests and Short Positions in Shares, Underlying Shares or
Debentures of the Company or its associated corporations” above.

(3) In accordance with the corporate and individual substantial shareholder
notices of VICGL and Wang Ruiyun filed on 17 August 2010, they are
interested in 145,000,000 underlying shares through the holding of
certain unlisted cash-settled equity derivatives.

(4) In accordance with the corporate substantial shareholder notice of VICGL
filed on 17 August 2010, VICGL holds a long position in 99,000,000
shares jointly with another corporate shareholder named “Goldstone
Fund Ltd”".

(5) The percentage of shareholding is calculated on the basis of
5,995,892,043 shares in issue as at 30 June 2014.

Save as disclosed above, as at 30 June 2014, other than the Directors
and chief executive of the Company whose interests or short positions
are set out in the paragraph headed “Directors’ and Chief Executive’s
Interests and Short Positions in Shares, Underlying Shares or
Debentures of the Company or its Associated Corporations” above,
the Directors and the chief executive of the Company were not aware
of any person who had an interest or a short position in the shares, or
underlying shares of the Company which were required to be recorded
in the register kept by the Company pursuant to section 336 of the
SFO.
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Disclosure of Additional Information

ISSUE OF SHARES

On 23 June 2014, the Company issued 3,762,375 new shares (the
“Scrip Shares”) in lieu of the 2013 final cash dividend at a market value
of HK$0.1898 each in accordance to the scrip dividend scheme (the
“Scrip Dividend Scheme”) approved in the annual general meeting (the
“2014 AGM”) of the Company held on 20 May 2014.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Except for the above issue of Scrip Shares pursuant to the Scrip
Dividend Scheme and the Share Option Scheme, at no time during the
period under review was the Company, its holding company, its
subsidiaries or fellow subsidiaries a party to any arrangements whose
objects are, or one of whose objects is, to enable the Directors to
acquire benefits by means of the acquisition of shares in, or
debentures of, the Company or any other body corporate.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S
LISTED SECURITIES

There was no purchase, sale or redemption by the Company or any of
its subsidiaries, of the Company’s listed securities during the period
under review.

CHANGES IN INFORMATION OF DIRECTORS

Mr. Yue Kwai Wa, Ken, an independent non-executive Director of the
Company, has been appointed as an executive director of Legend
Strategy International Holdings Group Company Limited (stock code:
1355), the shares of which are listed on the main board of the Stock
Exchange, with effect from 4 July 2014.

Save as disclosed above, there is no other information required to be
disclosed pursuant to Rule 13.51B(1) of the Listing Rules.

CORPORATE GOVERNANCE

During the six months ended 30 June 2014, the Company has
complied with the applicable code provisions as set out in the
Corporate Governance Code contained in Appendix 14 to the Listing
Rules, except that Mr. Tian, the chairman of the Board, did not attend
the 2014 AGM because of his other business engagement.

MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted its own Securities Dealing Code (the
“Dealing Code”) on terms no less exacting than the Model Code. The
Dealing Code applies to all Directors and to all employees who have
received it and are informed that they are subject to its provisions.
Having made specific enquiry, all Directors confirmed to the Company
that they have complied with the required standard set out in the
Dealing Code throughout the period under review.
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Disclosure of Additional Information
H &R A E

AUDIT COMMITTEE

The audit committee of the Company (the “Audit Committee”)
comprises all independent non-executive Directors. The Audit
Committee has reviewed and discussed with the management of the
Company the unaudited consolidated interim results for the six months
ended 30 June 2014.

By Order of the Board
Tian Qixiang

Chairman

Shouguang, The People’s Republic of China, 28 August 2014
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